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(c) Monitoring costs. The costs of mon-
itoring recipients and subrecipients 
and enforcing compliance with pro-
gram requirements are eligible. 

§ 578.41 Unified Funding Agency costs. 

(a) In general. UFAs may use up to 3 
percent of their FPRN, or a maximum 
amount to be established by the NOFA, 
whichever is less, for fiscal control and 
accounting costs necessary to assure 
the proper disbursal of, and accounting 
for, federal funds awarded to subrecipi-
ents under the Continuum of Care pro-
gram. 

(b) UFA costs. UFA costs include 
costs of ensuring that all financial 
transactions carried out under the Con-
tinuum of Care program are conducted 
and records are maintained in accord-
ance with generally accepted account-
ing principles, including arranging for 
an annual survey, audit, or evaluation 
of the financial records of each project 
carried out by a subrecipient funded by 
a grant received through the Con-
tinuum of Care program. 

(c) Monitoring costs. The costs of mon-
itoring subrecipients and enforcing 
compliance with program requirements 
are eligible for costs. 

§ 578.43 Acquisition. 

Grant funds may be used to pay up to 
100 percent of the cost of acquisition of 
real property selected by the recipient 
or subrecipient for use in the provision 
of housing or supportive services for 
homeless persons. 

§ 578.45 Rehabilitation. 

(a) Use. Grant funds may be used to 
pay up to 100 percent of the cost of re-
habilitation of structures to provide 
housing or supportive services to 
homeless persons. 

(b) Eligible costs. Eligible rehabilita-
tion costs include installing cost-effec-
tive energy measures, and bringing an 
existing structure to State and local 
government health and safety stand-
ards. 

(c) Ineligible costs. Grant funds may 
not be used for rehabilitation of leased 
property. 

§ 578.47 New construction. 

(a) Use. Grant funds may be used to: 

(1) Pay up to 100 percent of the cost 
of new construction, including the 
building of a new structure or building 
an addition to an existing structure 
that increases the floor area by 100 per-
cent or more, and the cost of land asso-
ciated with that construction, for use 
as housing. 

(2) If grant funds are used for new 
construction, the applicant must dem-
onstrate that the costs of new con-
struction are substantially less than 
the costs of rehabilitation or that 
there is a lack of available appropriate 
units that could be rehabilitated at a 
cost less than new construction. For 
purposes of this cost comparison, costs 
of rehabilitation or new construction 
may include the cost of real property 
acquisition. 

(b) Ineligible costs. Grant funds may 
not be used for new construction on 
leased property. 

§ 578.49 Leasing. 
(a) Use. (1) Where the recipient or 

subrecipient is leasing the structure, or 
portions thereof, grant funds may be 
used to pay for 100 percent of the costs 
of leasing a structure or structures, or 
portions thereof, to provide housing or 
supportive services to homeless persons 
for up to 3 years. Leasing funds may 
not be used to lease units or structures 
owned by the recipient, subrecipient, 
their parent organization(s), any other 
related organization(s), or organiza-
tions that are members of a partner-
ship, where the partnership owns the 
structure, unless HUD authorized an 
exception for good cause. 

(2) Any request for an exception must 
include the following: 

(i) A description of how leasing these 
structures is in the best interest of the 
program; 

(ii) Supporting documentation show-
ing that the leasing charges paid with 
grant funds are reasonable for the mar-
ket; and 

(iii) A copy of the written policy for 
resolving disputes between the landlord 
and tenant, including a recusal for offi-
cers, agents, and staff who work for 
both the landlord and tenant. 

(b) Requirements. (1) Leasing struc-
tures. When grants are used to pay rent 
for all or part of a structure or struc-
tures, the rent paid must be reasonable 
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in relation to rents being charged in 
the area for comparable space. In addi-
tion, the rent paid may not exceed 
rents currently being charged by the 
same owner for comparable unassisted 
space. 

(2) Leasing individual units. When 
grants are used to pay rent for indi-
vidual housing units, the rent paid 
must be reasonable in relation to rents 
being charged for comparable units, 
taking into account the location, size, 
type, quality, amenities, facilities, and 
management services. In addition, the 
rents may not exceed rents currently 
being charged for comparable units, 
and the rent paid may not exceed HUD- 
determined fair market rents. 

(3) Utilities. If electricity, gas, and 
water are included in the rent, these 
utilities may be paid from leasing 
funds. If utilities are not provided by 
the landlord, these utility costs are an 
operating cost, except for supportive 
service facilities. If the structure is 
being used as a supportive service facil-
ity, then these utility costs are a sup-
portive service cost. 

(4) Security deposits and first and last 
month’s rent. Recipients and subrecipi-
ents may use grant funds to pay secu-
rity deposits, in an amount not to ex-
ceed 2 months of actual rent. An ad-
vance payment of the last month’s rent 
may be provided to the landlord in ad-
dition to the security deposit and pay-
ment of the first month’s rent. 

(5) Occupancy agreements and sub-
leases. Occupancy agreements and sub-
leases are required as specified in 
§ 578.77(a). 

(6) Calculation of occupancy charges 
and rent. Occupancy charges and rent 
from program participants must be cal-
culated as provided in § 578.77. 

(7) Program income. Occupancy 
charges and rent collected from pro-
gram participants are program income 
and may be used as provided under 
§ 578.97. 

(8) Transition. Beginning in the first 
year awards are made under the Con-
tinuum of Care program, renewals of 
grants for leasing funds entered into 
under the authority of title IV, subtitle 
D of the Act as it existed before May 
20, 2009, will be renewed either as 
grants for leasing or as rental assist-
ance, depending on the characteristics 

of the project. Leasing funds will be re-
newed as rental assistance if the funds 
are used to pay rent on units where the 
lease is between the program partici-
pant and the landowner or sublessor. 
Projects requesting leasing funds will 
be renewed as leasing if the funds were 
used to lease a unit or structure and 
the lease is between the recipient or 
subrecipient and the landowner. 

§ 578.51 Rental assistance. 

(a) Use. (1) Grant funds may be used 
for rental assistance for homeless indi-
viduals and families. Rental assistance 
cannot be provided to a program par-
ticipant who is already receiving rental 
assistance, or living in a housing unit 
receiving rental assistance or oper-
ating assistance through other federal, 
State, or local sources. 

(i) The rental assistance may be 
short-term, up to 3 months of rent; me-
dium-term, for 3 to 24 months of rent; 
or long-term, for longer than 24 months 
of rent and must be administered in ac-
cordance with the policies and proce-
dures established by the Continuum as 
set forth in § 578.7(a)(9) and this sec-
tion. 

(ii) The rental assistance may be ten-
ant-based, project-based, or sponsor- 
based, and may be for transitional or 
permanent housing. 

(2) Grant funds may be used for secu-
rity deposits in an amount not to ex-
ceed 2 months of rent. An advance pay-
ment of the last month’s rent may be 
provided to the landlord, in addition to 
the security deposit and payment of 
first month’s rent. 

(b) Rental assistance administrator. 
Rental assistance must be adminis-
tered by a State, unit of general local 
government, or a public housing agen-
cy. 

(c) Tenant-based rental assistance. 
Tenant-based rental assistance is rent-
al assistance in which program partici-
pants choose housing of an appropriate 
size in which to reside. When necessary 
to facilitate the coordination of sup-
portive services, recipients and sub-
recipients may require program par-
ticipants to live in a specific area for 
their entire period of participation, or 
in a specific structure for the first year 
and in a specific area for the remainder 
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